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Design-to-launch projects
Managing end-to-end processes for innovations in fast moving consumer goods

with examples from Henkel AG, Procter & Gamble Corp., Unilever N.V.*

Abstract

Accelerating dynamics of global competition with ever fast product lifecycles and
ever higher failure rates of innovation projects require companies to set-up an
integrated and resource-efficient project management for product innovations across
internal and external functions. Progressive consumer goods companies have
incorporated an overarching end-to-end process approach from product design to
product launch in order to systemize innovation projects and align the organization
along the innovation process. The stage-gate model is one of the most prominent
approaches for implementing a design-to-launch process within organizations.
However, the implementation of this approach is difficult as it requires a change in
terms of organizational roles and responsibilities towards a shared process
perspective. This change becomes most obvious in marketing management which is
required to develop from marketing mix focused brand ownership towards holistic
innovation process ownership and needs to act as enabler and catalyst for change
within the organization. Several implications for innovation project management
arise for all organizational functions involved in the design-to-launch process.

This workshop presentation illustrates an end-to-end process view on global
marketing and innovation projects in the FMCG industry and explains the teaching
approach and case study to be used within the Euro MPM Module 5 (MP 30 Managing
Global Business Projects) starting in the winter-term 2011/2012.
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Requirements for global innovation projects

The dynamics of global competition in the fast moving consumer goods (FMCG)
industry provide the ground for an accelerating innovation race with ever shorter
product life cycles and faster roll-out of new products. Innovation rates are in a
range of 35 - 45 %, which classifies FMCG companies as innovation front-runners in
cross-industry comparison. As a consequence, companies invest a significant part of
their resources into new product development projects and launch activities.

However, winning with product innovations is not easy at all. Empirical studies
identify failure rates of new products in a range of 50 - 80 %, i.e. products exit the
market within one year or do not achieve planned results (ACCENTURE 2008). In most
cases, the reason for failure is not a lack of resources, but an inefficient utilization of
resources in the innovation process. Researchers identified misalignment of functions
involved in innovation projects as one major driver of innovation failure. Therefore,
companies are required to set-up an integrated and effective process for innovation
projects across internal functions (e.g. research & development, supply chain
management, key account management) and external partners (e.g. suppliers,
distributors, market research and media agencies).

End-to-end process perspective on innovation projects

Progressive FMCG companies have incorporated an integrated end-to-end process
that implements a comprehensive understanding from product design to product
launch across all stages of the new product development process (B0oOz ALLEN
HAMILTON 2010). This full-fledged end-to-end process view requires a holistic
managerial approach for managing innovation projects by aligning cross-functional
teams from the phase of idea generation, concept testing and marketing mix
definition up to business planning and launch execution. This view has substantial
implications for the understanding of the value chain. The end-to-end process
perspective spans the entire value chain of a company and sets the focus on
transactional processes across the organizational structure of departments involved
in the design-to-launch process.

According to PORTER (1985), the value chain separates all activities of a company into
a sequential chain composed of primary activities (i.e. inbound logistics, operations,
outbound logistics, marketing & sales and service) and secondary (i.e. supportive)
activities within the business organization that contribute to a value generating
output. In this value chain definition, all core business processes are implicitly
included such as supply chain management, customer relationship management and
new product development. The revenues derived from the output reduced by the
costs associated with each process and activity within the value chain determine the
profitability of the company.
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Value chain = Supply chain + Demand chain

The generic value chain has been adopted in a manifold way. RAINBIRD (2004)
proposes a modification of the original value chain model and defines the value chain
as the overarching framework comprising a supply chain and demand chain
separated from each other as presented in figure 1.

Supply Chain

Figure 1: Supply and demand chain (RAINBIRD 2004)

The demand chain comprises outbound logistic functions, marketing, sales and
customer service functions that connect the business with its customers. The supply
chain represents the operational backbone of the business including inbound logistics
and manufacturing functions that act on the specific request of the demand chain.
The distinction between supply and demand chain allows for a specification of the
different perspectives inherent to the respective functions involved. According to
LANGABEER / ROSE (2001) the supply chain focus is on efficiency, i.e. cost per item,
thus cost is seen as key driver for supply chain management, and on immediate
resource and short-term capacity constraints. Contrarily, the demand chain focus is
on effectiveness, i.e. product market fit, thus revenues are seen as key driver for
managing the demand chain and on long-term capabilities as well as constraints due
to the life-cycle of a product.

The difference in focus results from the classical divergence of marketing driven
versus operation driven functions. An end-to-end process perspective starting from
design to launch allows for aligning the revenue focus (i.e. top-line) and the cost
efficiency focus (i.e. bottom-line) under the overall objective of profitable growth. In
this respect, the supply and demand chain perspectives are not different anymore,
but complementary perspectives contributing to the long-term success and
capabilities of a company. However, the implementation of an end-to-end process
perspective of the design-to-launch process requires a different view and level of
analysis of the value chain set-up.
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Process views of the value chain

Following from the stage-gate model the design-to-launch process needs to establish
an overarching process view that spans the value chain across activities and
organizational boundaries. ZENTES ET AL. (2004) propose a modified illustration of
Porter’s value chain based on a process perspective that differentiates between core
processes, management and support processes. The authors define supply chain
processes and market development including marketing and research & development
as the two core processes as shown in figure 2.

Management | |

processes
Human resource management
L o o e
Finance and accounting
Supply chain process
Core Sourcing Logistics ‘ Operations
processes |

Market development process

| if ﬁesearch & Development Marketing

Figure 2: Process view of the value chain (ZENTES ET AL. 2004, p. 222)

This definition is congruent to Rainbird’s differentiation of a separate supply and
demand chain and acknowledges the importance of these two core processes. The
core processes cover all activities across the value chain from end-to-end. All
administrative and supportive processes are subordinated for best servicing the core
processes. However, this view lacks an important aspect from an end-to-end process
view because supply chain processes and market development processes are still
defined as separated processes and do not reveal the interconnections and mutual
interdependence of the activities and tasks performed within each process flow.

An attempt to integrate all relevant activities and sub-activities performed by several
organizational functions across the supply and demand chain in order to span the
value chain from end to end has been undertaken by the supply chain council (SSC).
This institution aims for a standardized methodology of supply chain management
and developed the supply chain operations reference (SCOR) model as centerpiece of
corporate supply chain management. The SSC defines a supply chain as the
integrated processes of planning, sourcing, making, delivering and returning,
reaching from the suppliers’ supplier to the customers’ customer in alignment with
the operational strategy, material, work & information flows of the company in focus
(SSC 2010).
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The shortcoming of the SCOR model has been identified as an exclusively supply
chain centric approach while limiting market and consumer focus in the organization
(cp. RAINBIRD, M. / WALTERS, D. 2004, p. 466). Taking the critique into account the
SSC elaborated a more sophisticated model that establishes a multilayered
perspective of several parallel process chains. This model follows the SSC value chain
based on the integrated macro processes of marketing, design, supply and customer
that reach from market to market on either side (i.e. supply and demand) involving
customers and consumers as well as suppliers. Consequently, the SSC started to
elaborate generic frameworks for the essential macro processes as portrayed in
figure 3. While the market(ing) chain is still to be developed, the design, supply and
customer part of the value chain are defined and set into a process context.

The SSC proposes a generic design chain operations reference (DCOR) model defined
as the integration of planning, researching, designing, integrating and amending
processes. The design chain is embedded as a separate and parallel process chain in
connection to the market and supply chain. The market chain initiates the design
chain processes by articulating the market requirements identified within the market
chain processes. The design chain elaborates the product lifecycle plans and initiates
the planning of the supply chain process. The customer chain operations reference
(CCOR) model is subordinated to the supply chain and defined as the integration of
planning, relating, selling, contracting and servicing processes. Subsequent to
customer agreements, the supply chain executes delivery and / or return of
products. If supply chain induced product changes occur, the design chain integrates
and amends the go-to-market plan, which is executed by the market chain.
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Figure 3: Value chain process map (BoLbsTorRFF 2005, p. 20)

This proposal offers a structured drill down of the core value chain activities into
several generic process chains following a strict end-to-end perspective. The supply
chain processes are embedded in the overall value chain processes and constitute
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the operational backbone without overemphasizing the supply chain processes
compared to the remaining value chain processes. A key advantage of this model is
the illustration of the interaction of cross-functional activities within the overall value
chain process view in a “[...] plan full, directive and yet adaptive way that satisfy [...]
customer requirements and help [...] grow profitably” (cp. BoLDSTORFF 2005, p. 20).

However, the SSC concept lacks still a fully integrated end-to-end process view. The
definitions within the four macro processes follow an organizational design and
remain restricted and isolated within the respective organizational function. While the
market chain is clearly attributed to the marketing department, the responsibility for
the design chain is in the R&D department, the supply chain is managed by the
supply chain manager and the customer chain is governed by the sales department.
The proposed model describes only the process flow within the functions and the
mere interactions between organizational functions, but lacks an integrated approach
to the common tasks and activities. Additionally, the complex hierarchy of horizontal
and vertical process flows seems to be of limited use for implementation despite its
organizational focus.

Furthermore, the customer focus is isolated and subordinated due to a separate
customer chain without connection to the market chain. The fact that the
market(ing) chain is still undefined shows the difficulty of defining the marketing
function as a separate and isolated entity in the value chain. An integrated and
overarching role of marketing could help to solve this process dilemma.

End-to-end perspective of an integrated design-to-launch process

A business process architecture that offers a cross-functional and integrated
perspective to all of the value chain processes needs to turn away from a pre-fixed
organizational fundament. The integration of cross-functional process tasks requires
a parallel and joint execution of certain activities within process stages. Therefore,
such a perspective requires putting process over business organization and
departments. A precise and detailed definition of processes, sub-processes, tasks
and activities helps to structure the process flow for all departments and functions
involved in the value chain processes.

It is useful to differentiate between core processes and administrative or supportive
processes. Core processes are constituted by a high shaping character and either
create or dispose of valuable, rare, inimitable and organizational specific resources
(cp. BARNEY 1991, p. 117). Administrative or supportive processes are distinguished
by a high safeguarding or servicing character of the tasks and activities carried out.
The core processes could be defined as insight & decision-making, design-to-launch
and source-to-deliver. The difference to the SSC concept is that the processes
involve and integrate several organizational departments and functions in the
process flow.
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As the supportive processes are not in scope of this paper, the focus is directly on a
definition and description of the core processes illustrated in figure 4.
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Figure 4: End-to-end process view of the value chain

The insight & decision making process covers all tasks and activities occupied with
insight generation relevant to decision making by general management for the going
business. Several departments contribute to this process providing performance
analysis and competitive studies with recommendations for management action. This
process is linked to the control and report process but focused on management
action in the operative going business, while control-to-report is dedicated to the
financial controlling and reporting obligations and standards.

The source-to-deliver process covers all tasks and activities from sourcing including
supplier selection and negotiation to manufacturing and delivering and integrates
e.g. the purchasing and legal department in the selection and negotiation of
suppliers, toll manufacturers and haulers. Moreover, R&D is integrated in the
continuous optimization of formulas and the sales function is integrated in order to
optimize customer-specific cooperation.

The design-to-launch process spans across all tasks and activities from product idea
generation and winning concept creation, to product development and testing and
finally launch execution. It is different from the continuous insight & decision-making
processes due the project driven character and the creativity inherent to design-to-
launch projects. Therefore, this process appears to be the most complex one.
However, a clearly defined integrated process flow with checkpoints in order to
evaluate the proceeding of the innovation project based on a common set of criteria
within a cross-functional decision body might offer an appropriate solution.
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Design-to-launch process

The stage-gate model is one of the most prominent approaches to systemize design-
to-launch projects (PrRoODUCT DEVELOPMENT INSTITUTE 2010). This approach is based on
the use of funnel tools that are known from decision-making. The process flow of the
stage-gate model is a sequence of working stages and decision gates as illustrated in
figure 5. This stage-gate model for fits perfectly well in the design-to-launch process
view integrated in the value chain activities as developed in this paper.

Discovery Euild Testing and
Stage pmg Business Case  Development \.'hllditlm

Idea Scraen Second Goto Goto Goto Post Launch
Screan Developmant Testing Launch Raview

Figure 5: Stage-gate model (ProbDuCT DEVELOPMENT INSTITUTE 2010)

The sequence of stages and gates is structured in a way to consistently narrow the
scope on the most valuable innovation projects, i.e. the innovation funnel. Stages
constitute working phases and are defined as idea generation, product development
and feasibility studies, product launch and monitoring. Gates are characterized as
decision points on further product development, launch and execution and they are
placed where they are most beneficial to the continuity of new product development.
A detailed definition of stages and gates in this model is given in appendix 1.

The process flow is governed by the gatekeeper who is responsible for decision
making and moving the project to the next stage. A gatekeeper is represented by a
decision body consisting of a cross-functional team staffed with managers from
marketing, sales, R&D, market research and a controlling function e.g. marketing or
sales controlling. The cross-functional composition of the decision body ensures a
comprehensive perspective and evaluation of the product concept and launch plan in
order to align market needs with technical feasibility and financial requirements of
the overall company strategy. Furthermore, the cross-functional decision body is
responsible for continuous refinement and optimization of the product-marketing mix
proposed by the marketing function right from the start of the new product
development project until the end of this process. As a result, the shared perspective
aligns all functions involved while integrating market needs and consumer into the
entire new product development process.

As businesses strengthen their focus on customers and consumers process thinking it
is essential to organize and manage a company around the axis of process in order
to achieve and maintain the performance levels that customers and consumers
demand. The process perspective needs to be implied even to the creative process
stages in a company in order to achieve agility, flexibility and high performance
(HAMMER 2001).



International Research Conference Dr. Jan-Philipp Blichler
June 25", 2011

After having developed how this end-to-end process view connects the cross-
functional activities of a business organization for innovation projects within the
overall value chain via the stage-gate model, it is required to review the impact on
the organization. In this regard, the interfaces between different organizational
functions have to be analysed and a modus operandi as well as detailed job profiles
have to be defined in order to advocate a smooth and agile new product
development process.

The new role of marketing: Holistic innovation process ownership

The requirements for a seamless and agile new product development process involve
a function that facilitates a comprehensive perspective by effectively communicating
and aligning cross-functional project work and coordinates the project across all
stages and gates. Additionally, this function needs to have a well-balanced mix of
strategic as well as operational expertise in order to develop a competitive go-to-
market approach. This function is no other than marketing, however with a new
mindset and an increased responsibility compared to classical marketing tasks.

The end-to-end process view requires the marketing manager to act as project
manager driving the new product development projects across all stages of the
innovation process. Consequently, the perspective and role of product management
is required to change from marketing mix focused brand ownership towards holistic
innovation process ownership. This implies that the marketing manager needs to act
as facilitator of a common process and project perspective and as process owner
along the entire design-to-launch process in addition to classical marketing
responsibilities. Thus, marketers have still to be strategists in order to develop a
competitive go-to-market approach while showing excellence in operational
processes at the same time.

The product manager as facilitator needs to enable a shared perspective in cross-
functional teams by integrating all stakeholders throughout the design-to-launch
process because “[...] interfunctional coordination is key to achieving the main goal
of marketing, the creation of superior customer value” (cp. JUTTNER 2004, p.1.). This
represents a shift in the organizational mindset and rationale as the “customer value
is being created through the integration of areas that are not traditionally associated
with marketing” (cp. JUTTNER 2004, p. 1). To the end of integrating functions and
responsibilities and aligning cross-functional project work, marketers have to be
effective communicators. Thereby, marketing needs to ensure that consumer and
market insights are understood and looped up in the organization. In order to align
global business and local organizations under one single overall objective, product
management is responsible for a consistent application of a strategic planning
framework that ensures a common perspective on medium- and long-term strategic
plans as well as guidance on short-term actions and target across the entire
organization and along a well-defined stage-gate process. The respective job profiles
and organizational roles need still to be defined in detail based on process maps and
not on organizational hierarchies.
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Concluding comment

It is suggested that the cross-functional process view covers the entire new product
development process from the design up to the launch phase and facilitates a
consistent go-to-market strategy definition. The integration of consumer insights in
the entire process catalyzes a market and consumer based view within the company.
As a result of this perspective, companies strengthen their competitive advantage
and excellence in execution in terms of time to market, product differentiation and
adaptation to consumer needs based on the company’s strengths and on a shared
winning strategy. Marketing is in the lead and needs to adapt to the new role and
responsibility and integrate all functions involved.

The Euro MPM module MP 30 GB “Managing Global Business Projects” is designed
and dedicated to the development of a precise understanding of the cross-functional
design-to-launch project perspective and provides interactive case study work from
consumer goods companies in order to practice the application of a collaborative
cross-functional process perspective.

Dr. Jan-Philipp Biichler
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Appendix

Table 1: Definition of stages in the stage-gate model

Stage 0

Discovery

Gate 1

Idea Screen

Stage 1
Scoping

Gate 2
Project Screen
Stage 2

Business Case

Gate 3

Go to Development

Stage 3

Development

Gate 4
Go to Testing

Stage 4

Testing & Validation

Gate 5

Go to Launch

Stage 5

Launch

Diverse activities designed to generate new product
ideas, e.g. brainstorming sessions.

Preliminary project assessment on feasibility
(technological competence and requirements) and
marketability (consumer needs and product concept).

Detailed cross-functional project assessment based on a
precise product definition, project justification and
execution plan including business planning

Development and definition of actual product design
including planning of manufacturing, operations,
marketing launch and testing (to be used in Stages 4/5).

Approval of the project including customer / consumer
acceptance and revised business plan and precise
forecast

Full scale production, promoted launch and
commercialization of the product innovation.
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